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IN THE MATTER OF THE COMPETITION IN ) DOCKET NO. RE-00000C-94-0165
THE PROVISION OF ELECTRIC SERVICES )
THROUGHOUT THE STATE OF ARIZONA. ) TUCSON ELECTRIC POWER

) COMPANY’S EXCEPTIONS TO

) PROPOSED OPINION AND ORDER

On May 6, 1998, the Hearing Officer filed a Proposed Opinion and Order (“Proposed Order™)
in the above-captioned matter. Pursuant to the May 13, 1998 Procedural Order, Exceptions to the
Proposed Order were 10 be filed on or before May 29, 1998. Tucson Electric Power Company
(“TEP” or “Company”) hereby files the following Exceptions to the Proposed Order.
INTRODUCTION

Even prior to the adoption of the Electric Competition Rules (“Rules”) on December 26,
1996, one of the most controversial and contentious issues has been the Affected Ultilities’ ability to
recover stranded costs. Rule A.A.C. R14-2-1607.B provides that, “The Commission shall allow
recovery of unmitigated stranded costs by Affected Utilities.” Despite what appears to be a clear
mandate, many of the stakeholders in this process have taken the position that this Rule should either
be interpreted or modified to provide the Affected Utilities an opportunity for recovery of something
less than 100 percent of stranded costs. Hence, a generic proceeding that involved 20 days of
hearings, 35 witnesses and over 4,000 pages of transcript was held to provide evidence to the
Commission on this primary issue along with various ancillary issues.

TEP provided direct evidence and extensive legal analysis to demonstrate that it has a legal
right to a reasonable opportunity to recover 100 percent of its stranded costs. TEP’s legal analysis,
based on the regulatory compact, as well as case Jaw, was submitted to the Commission in its Inital
and Reply Briefs filed on March 16 and 23, 1998, respectively. Rather than reiterate that analysis in

these Exceptions, TEP hereby incorporates herein its Briefs by reference.
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The Proposed Order sets out four objectives and attempts to balance the interests of the
parties based upon those objectives. In summary, those objectives are 10:

1. Provide the Affected Utilities a reasonable opportunity to collect 100 percent of

unmitigated stranded costs;

2. Provide a mitigation incentive to provide a sharing of costs between ratepayers and

shareholders;

3. Minimize the duration of the transition period consistent with other objectives; and

4. Minimize the stranded cost impact that remains on standard offer service.

Unfortunately, in order to accomplish the last three objectives, the Proposed Order does not
fulfill the first objective; to provide the Affected Utilities a reasonable opportunity to collect 100
percent of unmitigated stranded costs. Moreover, the Proposed Order ignores evidence in the record
of this proceeding and makes a series of assumptions not supported by the record. While the
Proposed Order states that the Affected Utilities should have a reasonable opportunity for 100
percent recovery of stranded cost, TEP believes that the Proposed Order does not provide any
opportunity for 100 percent recovery of stranded costs. Nor does it provide a balance between the
potential for mitigation, term of recovery and the impact of reduced/eliminated returns on Affected
Utlities. The Commission should also recognize the Affected Utilities’ mitigation efforts to date
and further look at each companies’ specific opportunities for future mitigation. Further, regulatory
assets cannot be mitigated. These are prior costs deferred by the Commission for future recovery.
There is no ability to directly mitigate such costs. TEP also believes that up to ten years will be
required to recover its stranded costs with no rate increases. Any required rate decreases increase the
likelihood that ten years will be required to recover stranded costs. These factors must be balanced
in order to provide Affected Utilities a real opportunity to recover 100 percent of stranded costs.

It also does not appear that the proposed options are structured so that they could be rehed
upon by utilities following the accounting guidelines of the Statement of Financial Accounting
Standard No. 71, Accounting for the Effects of Certain Types of Regularion (“FAS 717) and related
accounting literature that applies to rate-regulated enterprises. Failure to meet the FAS 71 criteria in
any material way would result in write-offs that would financially cripple the Company.

For recovery of stranded costs to be recognized in the Affected Utilifies’ financial statements,

the recovery paths must have the following charactenstics:
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¢ Cash flows must come from regulated revenues, rather than competitive revenues,
even if it is probable that such competitive revenues will be eaned by the entity.
The cash flows can come from (1) rates charged directly as a tariffed rate; (2) as a
competiive transition charge; or (3) through proceeds from securitized bonds
which will be paid off through regulated revenues. In addition, the cash flows
need to be certain enough to warrant reliance upon them as a recovery
mechanism. This certainty level should be interpreted as 80 percent (or better)
probability of occurrence.

e Recovery periods of five years or less would provide sufficient timeliness of
recovery to ensure that the utility has a strong likelihood to recover its cost. If the
plan provides for recovery over a five to ten year period, the plan may be
considered adequately timely, but considerable doubt exists as to whether
recovery over a period in excess of ten years would be sufficiently tmely. The
longer the recovery period, the greater the need for a true-up mechanism to allow
the utility’s cost recovery to be re-evaluated and modified. In the alternative, a
greater amount of “head room” within the rate, or other increased evidence that
the costs will be recovered by the end of the stated recovery period would be
needed.

e A direct correlation between the costs incwred and the revenues being provided
must exist. Setting rates, for example, based on a financial viability measure as
proposed in Option No. 3 would to be an approach to ratemaking based on factors
other than cost-of-service.

A write-off of stranded costs would likely have a negative impact on the ability of the
Company 1o conduct its business. The write-off w0 equity could cause TEP to be in default under
various credit agreements. In particular, TEP’s bank credit agreement requres the Company to
maintain a minimum level of common equity. As of March 31, 1998, the Company’s equity balance
was $215 million, which is only $49 million above the required minimum of $166 million. A
default under the bank agreement could trigger cross defaults with other creditors and may increase
the Company’s cost of debt capital as lenders require a higher loan interest rate to compensate for the
added TEP business risk and waiver of any default. Any default would also complicate TEP’s
ability to transition to a competitive utility market. '

The Company’s financial viability will also suffer as cash flows decline with less than 100
percent recovery of stranded costs. The Company needs to maintain cash flows to meet existing
payment obligations such as fuel, lease payments, interest and O&M costs. These liabilitges do not

change as a result of asset values being adjusted. Reduced cash flows may cause the Company’s
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credit ratings to decline, which could increase TEP’s debt costs. These lower cash flows would
reduce the Company’s ability to comply with its bank credit agreement. In addition 1o the equity
minimum described above, the credit agreement contains covenants relating to interest coverage and
financial leverage, both of which are measured on cash flows available to the Company.
RECOVERY METHODOLOGIES

TEP will analyze each of the three recovery methodologies set forth in the Proposed Order in
terms of their feasibility, as well as their financial and accounting implications to the Company. The
Company will also propose alternatives that will permit these options to be potentially useful to TEP
without incurring the financial harm that will result if these options are adopted without change.

It should be noted that the Proposed Order assumes that customers will have access at the
phase-in rate of 20 percent in 1999, 50 percent in 2001 and 100 percent in 2003. However,
subsequent statements regarding electric competition have suggested that one megawan and above
customers will have access in 1999 and all other customers in 2001 (with a retail pilot and an
aggregation option in the interim.) It is not clear how the Proposed Order would apply in that case.
TEP will attempt to point out areas where this 1§ a concern.

Option No. 1 — Net Revenues Lost Methodology

Despite the Proposed Order’s stated objective to provide the Affected Utlities a reasonable
opportunity to recover 100 percent of their unmitigated stranded costs, the structure of this option as
proposed will clearly not meet this objective.

Generation Assets

This option on the net revenues lost methodology states that customers who elect
participate in the competitive market will be obligated to pay a competitive transition charge
(“CTC”) equal to 100 percent of stranded costs directly assignable in year one, 80 percent in year
two, 60 percent in year three, 40 percent in year four and 20 percent in year five, with no recovery
thereafter. This 20 percent per year reduction does not provide an opportunity for the Affected
Utilities to recover 100 perc'ent of stranded costs. To justify this reduction, while taking the position-
that the option provides a reasonable opportunity for the Affected Utilities to collect 100 percent of
their stranded costs, the Proposed Order states on page 12, line 4, that, “any shortfall the Affected
Utility may have from the December 1998 customer base could be more than made up from post
1998 customer growth.” (Emphasis added.) This statement is not supported by anything in the
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record that indicates that Arizona as a whole, or each Affected Utilities” service territory, would have
growth sufficient to support such reductions. Nor is there anything in the record which
quantitatively proves the supposition that the 20 percent annual CTC reductions are adequately
recovered from customer growth. Also, the Proposed Order states that “any such growth would be
considered as mitigation which the Affected Utilities can retain.” These statements must be
quantified and any sharing of mitigation defined to determine their validity.

The only evidence of the growth rates appeared in the cross-examination of APS witness Jack
Davis and of TEP witness Charles Bayless. When asked about the growth rate in Arizona, Mr. Davis
replied that, with respect to APS’ system, it “is in the neighborhood of long-term about two to two
and a half percent.” (Reporters Transcript of Proceedings (“Tr.”) at 3867.) When asked a similar
question regarding the Tucson area, Mr. Bayless responded, “We’re down in the one and a half to
two. It varies up and down. It may hit three some years.” (Tr. at 1675.)

With 20 percent of customers in the first year and SO percent of customers in the third year
having access to the competitive market, the allocable portion of stranded cost at risk of non-
recovery is quite high. The strong reliance on future growth and the hope that many customers will
choose to stay on the Standard Offer rates does not provide TEP with a reasonable opportunity to
recover stranded costs. The stranded cost amounts not recoverable through the more certain phased-
in amounts would need to be estimated and written-off immediately due to FAS 71 requirements.
Moreover, the decline in cash flows could reduce the Company’s viability and it_s ability to comply
with debt agreements as discussed above.

Reoularory Assets

The Proposed Order recognizes that “regulatory assets are more difficult for an Affected
Utility to mitigate” but then reduces and ultimately eliminates the recovery of the retum portion in
order to encourage mitigation. The option provides that the regulatory assets would be recovered
over their existing amortization periods, with a return on those assets phasing out over the first five
years. In TEP’s case, some of the regulatory assets have remaining amortization periods of 32
years. If the regulatory assets could not eam a return, the Company may have to immediately write-
down the regulatory assets to their net present values. To avoid a write-down of the regulatory
assets, the assets must earn a return at least equal to their interest carrying cost during the remaining

amortization periods. It also appears unlikely that the costs could continue to be recovered over the
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remaining 32-year period, if the competitive markets are to be fully implemented within the next five
years, without creating undue uncertainty and risk. This may cause an additional write-off of the
amounts to be amortized in the period beyond the initial five years.

TEP proposes that under this option, regulatory assets be recovered through distribution rates
over their previously planned lives and with full debt and equity returns. There is no potential for
the Affected Utility to mitigate regulatory assets as they are previously incurred costs deferred for
future recovery.

To summarize, it is not acceptable to write-off valid and prudently incurred costs due to
failures to meet the requirements of FAS 71, which would then reduce the Company’s financial
viability. This option must provide a strong “opportunity” (of 80 percent probability or higher) for
recovery of 100 percent of stranded costs (including geﬁeration assets, regulatory assets and at least
an interest return thereon) over a period of not more than ten years through cash flows from
regulated activities. Additionally, the CTC should be recoverable from all customers, including
those customners under special contract.

Option No. 2 — Divestiture/Auction Methodology

The auction and divestiture method in the Proposed Order does not allow an opportunity for
100 percent recovery of stranded costs. It also lacks specificity. It does not offer an opportunity for
100 percent recovery as it provides no carrying charges over a ten-year recovery period and annual
collections may potentially be reduced if an artificial rate cap is exceeded. The lack of carrying costs
reduces recovery levels to 68 to 75 percent (assuming carrying costs of 7 to 10 percent).
Accordingly, this would decrease the Company’s financial viability and the likelihood of sustaining
FAS 71 accounting. The level of recovery may be reduced further if stranded costs are deferred due
to rate cap issues. This may be a significant problem over a ten-year recovery horizon as electric
prices are expected to rise over that time frame. Further, TEP believes that a more precise definition
of stranded cost is needed. Although any implementation plan will necessarily entail further
definition through actual cost filings, for purposes of amendment to the Proposed Order, TEP '
believes stranded costs should be defined as “the basis of the generation assets, less proceeds net of
all costs, including taxes.” Basis equals total cost less disallowance.

The divestiture option must provide greater specificity regarding the type of costs that will be

recoverable given the unique financial and ownership structure of the Company’s generating assets.
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For example, the Company may not be able to divest its leasehold interests without incurring
premiums, penalties or other payments to the lessors and debt participants. Any such payments must
be explicitly included as clements of stranded costs. In addition, a significant portion of the
Company’s generating assets are financed with tax-exempt two-county debt. Such debt may have to
be redeemed upon transfer of the assets. Also, the remaining distribution assets may no longer
qualify for two-county financing, thus requiring the Company to refinance the tax-exempt debt with
taxable financing. Under such circumstances, the Company must be able to recover the higher
average interest cost. Similarly, costs associated with the transfer of the Company’s fuel and
transportation contracts and its interests in jointly-owned generating facilities must be accounted for
m determining the costs associated with divestiture. Furthermore, all tax ramifications of a
divestiture should be recoverable by the Affected Utility.

In order to complete the divestiture of its generating assets, the Company may be required to
(1) redeem debt obligations associated with the assets, (2) compensate substitute lessees for
assuming the Company’s obligatons under its leveraged leases, and/or (3) pay premiums or
penalties to lessors, debt participants, fuel and transportation providers or participants in jointly-
owned facilities, all as discussed previously. The cash required to make such payments may exceed
the proceeds received by the Company from the divestiture of the assets. Consequently, funding
would be required to finance the potential cash requirement.

The additional funds which may be required to effect divestiture could be obtained by the
local distribution company (i.e., TEP, upon divestiture) through one or more financings. The
financing would be dependent on the CTC the Company collects for its stranded costs. Lenders
would look to the CTC cash payments‘as the source for the payment of interest and principal on the
new loan(s). The loan terms (including the amount, interest rate and maturity) would be determined
by the size and duration of the CTC and, of key importance, assurance that the CTC is an irrevocable
obligation, subject to change only for true-up. One means of obtaining such assurance is through an
order of the Commission, which addresses the irrevocability of the CTC. To provide additional
assurance and enhanced financing ability, the approved Commission order should clearly create a

property right in the transition property for the benefit of a special bankrupt-proof entity. Bonds




O 00 N3 O W bk W N

bl et e
S I -

14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

secured with such property rights could probably be issued by the special purpose entity on more
favorable terms than the local distribution company would receive, thereby reducing costs to
customers.

TEP also believes that because it could take up to two years to complete the auction and
divestiture, the option should provide for an interim CTC to commence with the introduction of
competition on January 1, 1999 to be paid by all non-standard offer customers. After divestiture and
upon the setting of the permanent CTC, the amounts collected on an interim basis would be factored
in.

The divestiture option states that it will provide 100 percent of stranded cost recovery over a
period of ten years. However, later the Proposed Order contradicts that intent by stating that the
recovery is subject to a rate cap, uncollected amounts are to be deferred to future periods and no
return is to be earned on the deferred balance. As with Option No. 1, the failure to have a return may
result in an immediate write-down of assets to their net present value. In addition, there is no
discussion about what happens to stranded cost amounts deferred beyond the ten-year period, which
would not be collected due to the rate cap. The existence of the rate cap could preclude the recovery
of a sigmficant amount of stranded costs. The amount not expected to be recovered due to the rate
cap would be estimated and written off immediately.

The divestiture option must state that due to unforeseen circumstances, such as a higher than
expected amount of stranded cost after divestiture or reduced levels of recovery resulting from the
rate cap, the recovery period for the CTC may be extended by the Commuission in order to provide
for the opportunity for 100 percent recovery and to support any securitization. Finally, the option
should provide that regulatory assets, iogether with a return thereon, are recoverable as part of the
CTC or distribution charge, as appropriate.

The divestiture option also does not address the possibility that no acceptable bids will be
received for the generating assets, or that the Commission does not approve a submitted divestiture
plan or any portion thereof. Under such circumstances, the Affected Utility should have a reasonable
opportunity for recovery of 100 percent of unmitigated stranded costs under a net revenues lost
approach similar to Option No. 1 with TEP’s proposed modifications.
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Option No. 3 - Financial Integrity Methodology

This option is vague and needs considerable specificity. The Commission bas a legal
obligation to prescribe just and reasonable rates and allow for a reasonable return on the fair value of
a utility’s property. This is a higher standard than minimum financial integrity. The option as
proposed could be interpreted to mean that the Commission will provide sufficient revenues to
provide one dollar over bankruptcy or sufficient revenues to meet financial obligations but will
provide no return to shareholders. It could also require that Affected Utlities are provided adequate
revenues to maintain investment grade ratings.

This option states that the rates would be set to maintain the financial viability of the entity
for a period of ten years and, thereafter, there would be no more stranded cost recovery. The option
does not state how, or whether, stranded costs would actually be recovered. The method of recovery
must be tied to the entity’s costs incurred for it to be recognizable under FAS 71, and sufficient cash
flows must be provided to maintain financial viability and avoid defaults. If recovery is provided
through all the necessary cash flows, but such cash flows are derived from a method of ratemaking
other than one that is cost-based, it will not be recognizable in the Affected Utilides’ financial
statements. TEP believes that this option should provide for sufficient revenues for an Affected
Utility 10 reach and maintain an investment grade credit rating, but through a cost-based revenue
calculation collecting 100 percent of stranded cost so that FAS 71 write-offs do not result.
INDIVIDUAL STRANDED COST FILINGS

TEP believes that 30 days to file its choice of option and implementation plan is
unreasonable, especially given the lack of clarity regarding the three options. TEP cannot make a
reasoned decision in such a short period of time and with such limited detail.

PROPOSED CHANGE TO RULE R14-2-1607.B

The Proposed Order also calls for the addition of language to Rule R14-2-1607.B so that it
would read, “The Commission shall allow a reasonable opportunity for recovery of unmitigated
Stranded Cost by the Affected Utilities.” Although TEP supports this modification in concept (and
has used this language), it could be detrimental to the Affected Utilities, depending on the intent of
the term reasonable opportunity. As noted earlier, for the Affected Utlities to retain the affected
assets on their financial statements, the assets must be “probable” of recovery. As previously

discussed, in an accounting sense, that means recovery is “likely” to occur, which 1$ generally
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interpreted as having 2 probability of 80 percent or higher. If the intent, as it appears under all three
opuons, is that the utilities will not recover 100 percent of stranded costs, then write-offs are likely to
occur. The intent of the language in the Rules and in the proposed options must provide for a real
opportunity. While this does not represent a guarantee, it does represent a reasonably high degree of
probability of recovery. Rule R14-2-1607.B, as currently written, contains that high degree of
probability and should not be amended. However, if the Commission makes this modification, the
Proposed Order should clarify its intent so as not to jeopardize the accounting treamment of such
generation and regulatory assets.

SHOULD THERE BE A PRICE CAP OR RATE FREEZE?

TEP believes that a price cap is contradictory to a competitive environment and may conflict
with an Affected Utilities® ability to recover stranded costs. However, as discussed above, to the
extent the Commission determines the need for a rate cap to be implemented, the Affected Utilities
should not be unfairly penalized in terms of their ability to recover stranded costs via the CTC for
circumstances outside of their control. If the CTC 1s required to be lowered due to the cap, the
recovery period should be extended to provide the Affected Utility the opportunity to collect all of its
stranded costs.

OTHER ISSUES

Special Contracts

TEP believes that special contract customers should be responsible for stranded costs just as
all other customers. As proposed, all customers would pay stranded costs based on their current
allocations of costs for ratemaking purposes. To the extent that such allocated costs are in contracted
rates, current contract price levels shoﬁld not be exceeded when prices, including stranded costs, are
unbundled for competition. Customers whose contracts have lower pricing levels than their previous
allocations for ratemaking purposes, must either be responsible for costs up to their allocated level or
such cost differences should be reallocated. Otherwise, Affected Ultilities will be required to write-
off any shortfalls. Further, special contract customers must be responsible for stranded cost recovery
through the full period of recovery. Otherwise, the allocations to other customer classes, or Affected
Utility write-offs, will be excessively large. There also may be a “faimess” problem if such
customers are “off the hook” far in advance of other customers solely due to the fact that they had

contracts.
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Exit Fees
Although TEP supports the opinion regarding exit fees, again, more definition is needed. For

example, how do you calculate the impact of exit fees in conjunction with periodic true-ups?

Self-Generation Exclusion

TEP also disagrees with the assertion in the Proposed Order that Rule R14-2-1607.J should
not be modified. If the Rule is not modified to ensure that customers who choose to self-generate are
responsible for stranded costs just as any other existing customer, a potentially large and improper
economic incentive for self-generation will be created. This is due to the ability of such customers to
avoid stranded cost charges. The result of the Rule as written will be to significantly increase self-
generation while increasing stranded cost burdens on customers who purchase their power in the
competitive marketplace. This is of particular importance to ensure that special contract customers
pay their fair share as discussed above.

Market Price

Foowmote 7 on page 13 of the Proposed Order references the Palo Verde Dow Jones Index or
the California Power Exchange Index. TEP is in agreement with these proxies for market generation.
Footnote 7 further states that, “any market price should include a blend of spot, short term, and long
term power.” The Proposed Order needs further clarification of the “blend” needed to determine the
market price for generation. TEP believes that any blend should be directly correlated to the true-up
or recalculation period in order to ensure that Affected Utilities have the ability to closely match
their market opportunities to the computation index in order to minimize the potential to recover
shortfalls. Otherwise, TEP does not support a blended market price.

Infrastrucrure Costs '

Page 14, lines 4-6 of the Proposed Order states, "While the Affected Utilities may have
additional costs related to transactions in implementing electric competition, those costs, if
reasonable, can be factored into the market price.” TEP takes exception to this statement. The cost
of infrastructure required to implement competition should be borme by the customer via a '
distribution transition charge levied on all customers. Affected Utilities should not be put at a
competitive disadvantage by bearing the costs of the required infrastructure to implement
competition. As is evident by other states’ experiences, such costs are not trivial and must be shared

equitably by all participants in the new marketplace.
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Prudency

Page 15, line 28 of the Proposed Order states, "It is not the Commission's intent to go back
and revise previous prudency determinations.” Yet the next sentence contradicts the previous
sentence by stating that, “This does not mean that the Commission may not consider changed
circumstances and resulting management decisions subsequent to previous prudency
determinations.” TEP supports the proposed AEPCO prudency exclusion. Rule R14-2-1607.1
should be amended to provide specific language that prior prudency decisions will not be revisited.
CONCLUSION

Although TEP is supportive of bringing retail competition to Arizona as soon as practicable,
the issues relating to stranded costs must be resolved prior to the advent of competiion. The generic
hearing which resulted in the Proposed Order was a necessary step toward providing guidance on
those issues. While the Proposed Order attempts to balance the interests of all stakeholders, it omits
critical details necessary to provide the Affected Utilities with a reasonable opportunity 10 recover
100 percent of their stranded costs, which may have significant financial and accounting implications
to the Company. In the foregoing Exceptions, TEP has attempted to provide constructive and crucial
comments that must be incorporated into the Proposed Order if it is to be adopted. At stake is the
ultimate disposition of hundreds of millions of dollars of assets resulting from the determination to
change from a regulated to a competitive environment. It is essential that the Commission take the
necessary action to amend the Proposed Order to address the issues raised in these Exceptions. If
this is accomplished, the Commission will have taken a giant step toward resolving the stranded cost
issue and bringing retail electric competition to Arizona. The alternative may be costly and may

result in protracted litigation which could delay the start of competition and interject more

12




O W N A L A W N e

S O S S v et
O 00 3 AN v h W N = O

20

uncertainty into the process. The Company, therefore, urges the Commission to take into
consideration and incorporate these Exceptions into the Proposed Order if it is to be adopted.
RESPECTFULLY SUBMITTED this 25th day of May, 1998.
TUCSON ELECTRICPOWER COMPANY

. Ho ) ooy

Bradl&y S. Carroll

Counsel, Regulatory Affairs

Legal Department - DB203

220 West Sixth Street - P.O. Box 711
Tucson, Anzona 85702

Original and ten copiles of the foregoing
filed this 29th day of May, 1998, with:

Docket Control

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Copy of the foregoing hand-dekivered
this 29th day of May, 1998, to:

Jerry L. Rudibaugh, Chief Hearing Officer
ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Copies of the foregoing hand-delivered
this 29th day of May, 1998, to:

Paul Bullis, Chief Counsel

Legal Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007

Ray Williamson, Acting Director

Utilities Division

ARIZONA CORPORATION COMMISSION
1200 West Washington Street

Phoenix, Arizona 85007
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Copies of the foregoing sent via U.S. Mail
this 29th day of May 1998, to:

Stephen Ahearn

Arizona Department of Commerce
3800 N. Central Ave., Suite 1500
Phoemix, Anizona 85012

Ajo Improvement Company
P.O. Drawer 9
Ajo, Arizona 85321

Marv Athey

Trico Electric Coop.
P.O. Box 35970
Tucson, Anizona 85740

Stan Barnes

Copper State Consulting Group
100 W. Washington St., Suite 1415
Phoenix, Arizona 85003

Tom Broderick

6900 E. Camelback Rd., Suite 700
Scottsdale, Arizona 85251

William D. Baker
Electric District No. 6
Pinal County, Arizona
P.O. Box 16450
Phoenix, Arizona 85011
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Carl Robert Aron

tron, Inc.

2818 N. Sullivan Road
Spokane, Washington 99216

George Allen

Anzona Retailers Association
137 University

Mesa, Arizona 85201

A.B. Baardson

Nordic Power

4281 N. Summerset
Tucson, Arizona 85715

Michael Block

Goldwater Institute

201 N. Central, Concourse
Phoenix, Arizona 85004

Steve Brittle

Don’t Waste Arizona, Inc.
6205 S. 12® Street
Phoenix, Arizona 85040

Barbara S. Bush

Coalition for Responsible Energy
Education

315 W. Riviera Drive

Tempe, Arizona 85252
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C. Webb Crockett

Fennemore Craig

3003 N. Central Ave., Suite 2600
Phoenix, Arizona 85012-2913

Columbus Electric Coop.
P.O. Box 631

Deming, New Mexico 88031

Michael A. Curtis
2712 N. Seventh Street
Phoenux, arizona 85006-1003

Patricia Cooper, Esq.

Anzona Electric Power Cooperative
P.O. Box 670

Benson, Arizona 85602

Suzanne Dallimore

Antitrust Unit Chief
Department of Law Building
Attomey General’s Office
1275 W. Washington Street
Phoenix, Arizona 85007

Dixie Escalante Rural Electric Assoc.
CR Box 95
Beryl, Utah 84714

Clifford Cauthen

Graham County Electric Coop.
P.O. Drawer B

Pima, Arizona 85543

Ellen Corkhill

American Assoc. of Retired Persons
5606 N. 17* Street

Phoenix, Arizona 85016

Continental Divide Electric Coop.
P.O. Box 1087
Grants, New Mexico 87020

Carl Dabelstein
2211 E. Edna Avenue
Phoenix, Anzona 85022

Jim Driscoll

Anzona Citizen Action
2430 S. Mill, Suite 237
Tempe, Arizona 85282

Joe Eichelberger

Magma Copper Company
P.O.Box 37

Superior, Arizona 85273
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Sam Defrawi

Department of Navy

Naval Facilities Engineering Command
Navy Rate Intervention

901 M St. SE, Bldg 212

Washington, DC 20374

Norman J. Furuta

Department of the Navy

900 Commeodore Dr., Bldg 107
P.O. Box 272 (Attn: Code 90C)
San Bruno, California 94066-0720

Barbara R. Goldberg
Office of the City Attomey
3939 Civic Center Blvd.
Scottsdale, Arizona 85251

Karen Glennon
19037 N. 44™ Avenue
Glendale, Arizona 85308

Peter Glaser

Doherty, Rumble & Butler

1401 New York Ave., N.W., Suite 1100
Washington, DC 20005

Michael M. Grant, Esq.
Gallagher & Kemmedy, P.A.
2600 N. Central Avenue
Phoenix, Arizona 85012
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Elizabeth S. Firkins

Intemational Brotherhood of Electmical
Workers, L.U. #1116

750 S. Tucson Blvd.

Tucson, Arizona 85716-5698

Rick Gilliam

Land & Water Fund of the Rockies
Law Fund Energy Project

2260 Baseline, Suite 200

Boulder, Colorado 80302

Andrew Gegorich

BHP Copper

P.O. Box M

San Manuel, Arizona 85631

Garkane Power Association, Inc.
P.O. Box 790
Richfield, Utah 84701

Creden Huber

Sulphur Springs Valley Electric Coop.
P.O. Box 820

Wilcox, Arizona 85644

Thomas C. Horne

Michael S. Dulberg

Horne, Kaplan & Bistrow, P.C.
40 N. Central Ave., Suite 2800
Phoenix, Arizona 85004
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Charles R. Huggins
Arizona State AFL-CIO
110 N. 5® Ave.

P.O. Box 13488
Phoenix, Arizona 85002

Christopher Hitchcock
P.O. Box 87
Bisbee, Arizona 85603-0087

Barry N. P. Huddleston

Regional Manager, Regulatory Affairs
Destec Energy

2500 City West Blvd., Suite 150
Houston, Texas 77042

Robert Julian

PPG

1500 Merrell Lane
Belgrade, Montana 59714

Steve Kean

Enron Capital & Trade Resources
1400 Smith St., Suite 1405
Houston, Texas 77002

Barbara Klemstine, MS 9909
Arizona Public Service Company
P.O. Box 53999

Phoenix, Arizona 85072-3999
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Vincent Hunt

City of Tucson, Dept. of Operations
4004 S. Park Ave., Bldg. 2

Tucson, Arizona 85714-0000

Russell E. Jones
P.O. Box 2268
Tucson, Arizona 85702

Sheryl Johnson

Texas-New Mexico Power Co.
4100 International Plaza

Fort Worth, Texas 76109

David C. Kennedy

Law Offices of David C. Kemmedy
2001 N. 3rd Street, Suite 212
Phoenix, Arizona 85004-1439

David X. Kolk

Power Resource Managers

2940 Inland Empire Blvd., Suite 123
Ontario, California 91764

John Jay List

National Rural Utilities Coop. Finance Cor

2201 Cooperative Way
Herndon, Virginia 21071
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Andrew Bettwy

Debra Jacobson

Southwest Gas Corporation
5241 Spring Mountain Road
Las Vegas, Nevada 89102

Choi Lee

Phelps Dodge Corp.

2600 N. Central Avenue
Phoenix, Arizona 85004-3014

Rick Lavis

Arizona Cotton Growers Assoc.
4139 E. Broadway Road
Phoenix, Arizona 85040

Larry McGraw

USDA-RUS

6266 Weeping Willow

Rio Rancho, New Mexico 87124

Mick McElrath

Cyprus Climax Metals Co.
P.0O. Box 22015

Tempe, Arizona 85285-2015

Craig A. Marks

Citizens Utilities Company

2901 N. Central Ave., Suite 1660
Phoenix, Arnizona 85012-2736

Robert S. Lynch
340 E. Palm Ln., Suite 140
Phoenix, Arizona 850044529

Steve Montgomery
Johnson Controls
2032 W. 40® Street
Tempe, Arizona 85781

Douglas Mitchell

San Diego Gas and Electric Co.
P.O. Box 1831

San Diego, California 92112

Walter Meek

Arizona Utilities Investors Assoc.
P.O. Box 34805

Phoenix, Arizona 85067

William J. Murphy
200 W, Washington St., Suite 1400
Phoenix, Arizona 85003-1611

Morenci Water & Electric Co.
P.O. Box 68
Morenci, Arizona 85540
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Roderick G. McDougall

City Attomey

Attn: Jesse Sears, Asst. Chief Counsel
200 W. Washington St., Suite 1300
Phoenix, Arizona §5003-1611

Mohave Electric Coop.
P.O. Box 1045
Bullhead Cirty, Arizona 86430

Dan Neidlinger
Neidlinger & Assoc.
3020 N. 17® Drive
Phoenix, Arizona 85015

Greg Patterson

RUCO

2828 N. Central Ave,. Suite 1200
Phoenix, Arizona 85004

Nancy Russell

Anizona Association of Industries
2025 N. Third St Suite 175
Phoenix, Axizona 85004

Terry Ross

Center for Energy & Economic Dev.
P.0.Box 288

Franktown, Colorado 80116-0288
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Doug Nelson
7000 N. 16® St., Suite 120-307
Phoenix, Arizona 85020

Douglas A. Oglesby

Vantus Energy Corporation

353 Sacramento St., Suite 1900
San Francisco, California 94111

Berty K. Pruitt
ACAA Energy Coordinator

Arizona Community Action Assoc.

202 E. McDowell, #255
Phoenix, Arizona 85004

Wayne Retzlaff
Navopache Electric Coop.
P.O. Box 308

Lakeside, Arizona 85929

Michael Rowley

Calpine Power Services Co.
50 W. San Fernando

San Jose, California 95113

Lawrence V. Robertson Jr.
Munger Chadwick PLC

333 N. Wilmot, suite 300
Tucson, Arizona 85711-2634
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Phyllis Rowe

Arizona Consumers Council
6841 N. 15® Place

Phoenix, Arizona 85014

Lex Smith

Michael Patten

Brown & Bain PC

2901 N. Central Avenue
Phoenix, Arizona 85001-0400

Louis A. Stahl

Streich Lang

Two N. Central Ave.
Phoenix, Arizona 85004

Myron L. Scott
1628 E. Southem Ave., No. 9-328
Tempe, Arizona 85282-2179

Jeff Woner

K.R. Saline & Associates
160 N. Pasadena, Suite 101
Mesa, Arizona 85201-6764

Larry K. Udall

Arizona Municipal Power User’s Assoc.
2717 N. 7* Street

Phoenix, Arizona 85006-1090
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Jack Shilling

Duncan Valley Electric Coop.
P.O. Box 440

Duncan, Arizona 85534

Albert Sterman

Arizona Consumer Council
2849 East 8" Street
Tucson, Arizona 85716

William Sullivan
Martinez & Curtis, P.C.
2716 N. 7® Street
Phoenix, Arizona 85006

Wallace F. Tillman
Susan N. Kelly

National Rural Electic Coop. Assoc.

4301 Wilson Blvd
Arlington, Virginia 22203-1860

Steven M. Wheeler
Thomas L. Mumaw
Snell & Wilmer

One Arizona Center
Phoenix, Arizona 85004

Jessica Youle

Salt River Project

P.O. Box 52025 - PAB 300
Phoenix, Arizona 85072-2025
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Thomas W. Pickrell, Esq.

Arizona School Board Association, Inc.

2100 N. Central Avenue
Phoenix, Arizona 85004

Dr. Mark N. Cooper

Citizens Research

504 Highgate Terrace

Silver Spring, Maryland 20504

By: Kelld Johxgon
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Ralph C. Smith
15728 Farmington Road
Livonia, Michigan 48154

Bradford A. Borman
PacifiCorp

201 S. Main Street

Salt Lake City, Utah 84140
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